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Mexico's two most influential figures outside of politics powerful billionaire Carlos Slim Helu and
Banco de Mexico (central bank) chief governor Guillermo Ortiz have sparked a public debate by
questioning the recent tendency of President Vicente Fox's administration to keep tight controls on
government spending.
Slim is Mexico's most prominent entrepreneur with extensive properties across many
industrial sectors. Among his holdings, some of which are subsidiaries of Grupo Carso, are
telecommunications giant TELMEX, retailers Sears de Mexico and Sanborns, auto parts and
electronics conglomerate Condumex, and financial institution Banco Inbursa. Slim also holds some
interest in US-based properties, including Internet provider Prodigy and electronics retailer Circuit
City.

Slim says Fox focuses too much on deficit
In his criticism, Slim said the Fox administration has become too orthodox in implementing tight
monetary policy to keep expenditures under control. He said this was the right policy to deal with
economic slowdown when government revenues were low during the first two years of Fox's term.
But he also suggested that the situation has improved markedly for Mexico this year, which should
prompt the administration to boost spending.
"In 2003, the accounts are formidable," Slim said in a press conference at the new headquarters of
Grupo Inbursa. "It turns out that instead of a fiscal deficit we have a surplus." He noted that Mexico
has managed to balance its budget, amass historically high foreign reserves, and reduce inflation
and interest rates significantly. Mexico has benefitted from a steady increase in global petroleum
prices, which have boosted the country's revenues from exports of crude oil.
The state-run oil company PEMEX said earnings from crude-oil exports in the first five months of
this year were up 31% from the same period in 2002. A projection by Grupo Financiero BanamexAccival projects oil- export revenues this year at US$14.25 billion, US$1.65 billion above what was
projected in the 2003 budget.
Slim said Mexico's foreign reserves do not need to be at their current level of US$53 billion, but
rather at US$30 billion to US$35 billion. The difference could be directed toward infrastructure and
housing projects and to job creation, which would reactivate consumption, he said. "We have the
resources, and we have to mobilize growth," Slim told reporters in June. "It would be insane not to
grow."
The Grupo Carso president also urged the Fox administration to change the terms under which
Mexico receives assistance from multilateral financial institutions. He said these policies should not
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center on economic adjustments but on new models that promote development. "The economic
model that Mexico has been using is obsolete," said Slim.
Slim is not the first business leader to criticize the administration's economic policies. Earlier this
year, Dionisio Garza of Grupo Alfa and Leonardo Servitje of Grupo Bimbo criticized the president
for failing to show sufficient leadership in moving the economy forward and for continuing
to promote the bureaucratic practices prevalent in preceding governments (see SourceMex,
2003-06-11).
Slim's comments received a strong endorsement from the leader of the Camara Nacional de la
Industria de la Transformacion (CANACINTRA). "[Slim] has the all the moral authority, the
social commitment, and the nationalism to propose an adjustment to the economic model," said
CANACINTRA president Yeidckol Polevnsky. The administration's reaction to Slim's comments
was cautious. In campaign speeches, Fox pledged not to follow a policy of uncontrolled spending.
"We are following the correct economic policies, with emphasis on maintaining fiscal discipline and
adequate deficits," said the president. "These policies do not conflict with investment, the expansion
of our domestic market, and control over the fundamental economic variables."
Fox has frequently been criticized for underspending the full budget allocated by Congress, but
the cuts in expenditures have come during times of tight revenues (see SourceMex, 2001-08-01,
2001-10-03, 2002-04-10). The president is accused of limiting expenditures this year even with
government coffers in good shape. Among other things, opposition legislators recently criticized the
administration for underspending by about 1.167 billion pesos (US$111 million) the budget allocated
for the Secretaria de Desarrollo Social (SEDESOL), which manages primarily poverty programs.
The administration's reluctance to increase spending significantly has been part of a major effort to
control inflation. Some economists say that low inflation has brought many benefits to the Mexican
economy, including low interest rates, a stable peso, and favorable mortgage rates. "The good news
is that we're stable, we're not going to go backwards," said Jonathan Heath, director of Mexico Citybased consulting company LatinSource Mexico. "The bad news is that we're not going forward,
either."
Still, the administration is careful not to dismiss Slim completely, noting that there are many areas
of agreement between the government and the entrepreneur. Slim, considered Latin America's
wealthiest man by Forbes magazine, has made friends across the political spectrum. He made large
donations to the presidential campaign of Fox's center-right Partido Accion Nacional (PAN) in
2000, even though he is a personal friend of Fox's rival Francisco Labastida of the former governing
Partido Revolucionario Institucional (PRI).
More recently, Slim has forged a cordial working relationship with Mexico City Mayor Andres
Manuel Lopez Obrador of the center-left Partido de la Revolucion Democratica (PRD), considered
by some his party's most likely presidential candidate in 2006 (see SourceMex, 2003-05-14). Lopez
Obrador and Slim coincide on the need for public expenditures to stimulate the economy. During
his three years in office, Lopez Obrador has placed strong emphasis on public projects, including
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a controversial elevated highway. With the blessing of the Mexico City mayor, Slim created a new
real estate company to renovate many historic structures in downtown Mexico City. "The political
elite are losing sleep because of the mere possibility of a strategic alliance between the country's
wealthiest man and the country's most popular politician," said political columnist Jorge Zepeda
Patterson of the Guadalajara-based daily newspaper El Informador. Some have suggested that Slim
could even end up in presidential politics. "He already has the qualities of a great business leader,"
said Labastida. "He could also be a great political leader."

Ortiz says government must reshuffle priorities
Central bank chief governor Ortiz Martinez also weighed in with his criticisms of Fox, suggesting
that the administration has put too much emphasis on paying the salaries of bureaucrats and
too little on public investment. He noted that expenditures on public projects are only 2% of the
country's GDP, when they amounted to 7% or 8% in previous administrations. "The government
is spending less than needed, and these expenditures are not directed to the right places," Ortiz
said at a symposium sponsored by the Instituto Mexicano de Ejecutivos de Finanzas (IMEF). "We
need to spend more on infrastructure and education," and these tasks "should not be made the sole
responsibility of the private sector," Ortiz added.
The Secretaria de Hacienda y Credito Publico (SHCP) countered Ortiz's criticisms with a report
that put the federal government's net public expenditures at 410.9 billion pesos (US$39.17 billion) in
January-May of this year, an increase of 8.4% over the same period in 2002. Ortiz also criticized Fox's
proposal to boost revenues through increases in the value-added tax (impuesto al valor agregado,
IVA) and other taxes. He recommended that the administration concentrate on cutting down the
"gigantic" rate of tax evasion and reduce the size of the informal economy.
The criticisms came just a few days after it was learned that Fox intends to renominate Ortiz to the
post of chief governor for another term. The president had not publicly announced his intention
to reappoint Ortiz, but the information was revealed by International Monetary Fund (IMF)
director Horst Koehler during an interview with the Mexican television network Televisa. Ortiz was
originally appointed to the post by former President Ernesto Zedillo at the end of 1997, replacing
Miguel Mancera (see SourceMex, 1997-12-17). He took the position after serving as finance secretary
under Zedillo.
Ortiz said he would agree to continue in the post for another six years if the president were to go
forward with the nomination in December and if the Senate ratified the appointment. The centralbank governor apparently faces few obstacles in the upper house, with several influential senators
like Fauzi Hamdan of the PAN and Alejandro Gutierrez of the PRI already publicly announcing
their support. [Note: Peso-dollar conversions in this article are based on the Interbank rate in effect
on July 2, reported at 10.49 pesos per US$1.00] (Sources: Quehacer Politico, 06/03/03; Notimex,
06/13/03; Dow Jones news service, 06/16/03; Agencia de noticias Proceso, 06/13/03, 06/24/03, 06/25/03;
El Financiero, 06/24-26/03; El Sol de Mexico, 06/26/03; Reforma, 06/13/03, 06/17/03, 06/25-27/03;
Epoca, 06/30/03; Milenio Diario, 04/28/03, 06/13/03, 06/25-27/03, 07/01/03; Reuters, 06/23/03, 06/24/03,
06/26/03, 07/01/03; El Universal, 06/26/03, 06/27/03, 07/01/03; El Informador, 07/01/03; La Cronica de
Hoy, 04/28/03, 05/20/03, 06/13/03, 06/20/03, 06/25-27/03, 07/02/03; La Jornada, 06/25-27/03, 07/02/03;
The Dallas Morning News, 06/29/03, 07/02/03)
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